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Purpose: This meeting will provide an
opportunity to discuss comments on the
staff’s revised draft Chapter 3 and its
appendix.

DATES: The meeting is scheduled for
Tuesday, August 2, 2001, from 1:30 p.m.
to 4:00 p.m. The meeting is open to the
public.
ADDRESSES: Two White Flint North,
11545 Rockville Pike, Room T–10A1,
Rockville, Maryland. Visitor parking
around the NRC building is limited;
however, the meeting site is located
adjacent to the White Flint Station on
the Metro Red Line.
FOR FURTHER INFORMATION CONTACT:
Yawar H. Faraz, Senior Project Manager,
Fuel Cycle Licensing Branch, Division
of Fuel Cycle Safety and Safeguards,
Office of Nuclear Material Safety and
Safeguards, U.S. Nuclear Regulatory
Commission, Washington, DC 20555,
telephone: (301) 415–8113, e-mail
yhf@nrc.gov.

Dated at Rockville, Maryland this 11th day
of July, 2001.

For the Nuclear Regulatory Commission.
Daniel M. Gillen,
Acting Chief, Fuel Cycle Licensing Branch,
Division of Fuel Cycle Safety and Safeguards,
Office of Nuclear Material Safety and
Safeguards.
[FR Doc. 01–17953 Filed 7–17–01; 8:45 am]
BILLING CODE 7590–01–P

NUCLEAR REGULATORY
COMMISSION

Draft Regulatory Guide; Issuance,
Availability

The Nuclear Regulatory Commission
has issued for public comment a
proposed revision of a regulatory guide
in its Regulatory Guide Series. This
series has been developed to describe
and make available to the public such
information as methods acceptable to
the NRC staff for implementing specific
parts of the NRC’s regulations,
techniques used by the staff in
evaluating specific problems or
postulated accidents, and data needed
by the staff in its review of applications
for permits and licenses.

Draft Regulatory Guide DG–1110 is a
proposed Revision 1 of Regulatory
Guide 1.174, ‘‘An Approach for Using
Probabilistic Risk Assessment in Risk-
Informed Decisions on Plant-Specific
Changes to the Licensing Basis.’’ DG–
1110 is being developed to provide
guidance to licensees on methods
acceptable to the NRC staff for assessing
the nature and impact of licensing basis
changes when the licensee chooses to
support, or is requested by the NRC staff

to support, such changes with risk
information.

A proposed Revision 1 of Chapter 19,
‘‘Use of Probabilistic Risk Assessment in
Plant-Specific, Risk-Informed
Decisionmaking: General Guidance,’’ of
NUREG–0800, ‘‘Standard Review Plan
for the Review of Safety Analysis
Reports for Nuclear Power Plants,’’ is
being issued for public comment as a
companion document. Chapter 19 of the
Standard Review Plan will be used by
the NRC staff for evaluating licensee
submittals that use the guidance in
Regulatory Guide 1.174 on risk-
informed decisionmaking that uses
probabilistic risk assessment.

This draft guide and draft standard
review plan chapter have not received
complete staff approval and do not
represent an official NRC staff position.

Comments may be accompanied by
relevant information or supporting data.
Written comments may be submitted to
the Rules and Directives Branch, Office
of Administration, U.S. Nuclear
Regulatory Commission, Washington,
DC 20555. Copies of comments received
may be examined at the NRC Public
Document Room, 11555 Rockville Pike,
Rockville, MD. Comments will be most
helpful if received by September 17,
2001.

You may also provide comments via
the NRC’s interactive rulemaking web
site through the NRC home page (http:/
/www.nrc.gov). This site provides the
ability to upload comments as files (any
format) if your web browser supports
that function. For information about the
interactive rulemaking web site, contact
Ms. Carol Gallagher, (301) 415–5905; e-
mail cag@nrc.gov. For information about
the draft guide and the related standard
review plan chapter, contact Ms. M.T.
Drouin at (301) 415–6675; e-mail
mxd@nrc.gov.

Although a time limit is given for
comments on this draft guide,
comments and suggestions in
connection with items for inclusion in
guides currently being developed or
improvements in all published guides
are encouraged at any time.

Electronic copies of this draft
regulatory guide are available on the
NRC’s web site <www.nrc.gov> in the
Reference Library under Regulatory
Guides. Electronic copies are also
available in NRC’s Public Electronic
Reading Room at the same web site;
DG–1110 is under ADAMS Accession
Number ML011770102. Regulatory
guides are available for inspection at the
NRC’s Public Document Room, 11555
Rockville Pike, Rockville, MD; the
PDR’s mailing address is USNRC PDR,
Washington, DC 20555; telephone (301)
415–4737 or (800) 397–4205; fax (301)

415–3548; email pdr@nrc>gov. Requests
for single copies of draft or final guides
(which may be reproduced) or for
placement on an automatic distribution
list for single copies of future draft
guides in specific divisions should be
made in writing to the U.S. Nuclear
Regulatory Commission, Washington,
DC 20555, Attention: Reproduction and
Distribution Services Section; or by e-
mail to distribution@nrc.gov; or by fax
to (301) 415–2289. Telephone requests
cannot be accommodated. Regulatory
guides are not copyrighted, and
Commission approval is not required to
reproduce them.

(5 U.S.C. 552(a))

Dated at Rockville, Maryland, this 27th day
of June 2001.

For the Nuclear Regulatory Commission.
Mark A. Cunningham,
Branch Chief, Probabilistic Risk Analysis
Branch, Division of Risk Analysis and
Applications, Office of Nuclear Regulatory
Research.
[FR Doc. 01–17955 Filed 7–17–01; 8:45 am]
BILLING CODE 7590–01–P

POSTAL RATE COMMISSION

Sunshine Act Meeting

NAME OF AGENCY: Postal Rate
Commission.
TIME AND DATE: July 26, 2001 at 8:30 a.m.
PLACE: Commission conference room,
1333 H Street, NW., Suite 300,
Washington, DC, 20268–0001.
STATUS: Open.
MATTERS TO BE CONSIDERED: Discussion
and vote on the Postal Rate
Commission’s fiscal year 2002 budget.
CONTACT PERSON FOR MORE INFORMATION:
Steven W. Williams, acting secretary,
Postal Rate Commission, 202–789–6840.

Dated: July 16, 2001.
Steven W. Williams,
Acting Secretary.
[FR Doc. 01–18110 Filed 7–16–01; 2:09 pm]
BILLING CODE 7710–FW–M

SECURITIES AND EXCHANGE
COMMISSION

[Investment Company Act Release No.
25061; 812–11616]

CDC IXIS Asset Management Advisers,
L.P., et al.; Notice of Application

July 12, 2001.
AGENCY: Securities and Exchange
Commission (‘‘Commission’’).
ACTION: Notice of an application for an
order under sections 6(c) and 17(b) of
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1 Specifically, the Star Funds are the CDC Nvest
Star Advisers Fund, the CDC Nvest Star Worldwide
Fund, the CDC Nvest Star Small Cap Fund and the
CDC Nvest Star Value Fund.

the Investment Company Act of 1940
(‘‘Act’’) for an exemption from section
17(a) of the Act, under section 6(c) for
an exemption from sections 12(d)(3) and
17(e) of the Act and rule 17e–1 under
the Act, and under section 10(f) of the
Act for an exemption from section 10(f).

SUMMARY OF THE APPLICATION:
Applicants request an order to permit
certain registered open-end management
investment companies advised by
several investment advisers to engage in
principal and brokerage transactions
with a broker-dealer affiliated with one
of the investment advisers and to
purchase securities in certain
underwritings. The transactions would
be between the broker-dealer and a
portion of the investment company’s
portfolio not advised by the adviser
affiliated with that broker-dealer. The
order also would permit these
investment companies not to aggregate
certain purchases from an underwriting
syndicate in which an affiliated person
of one of the investment advisers is a
principal underwriter. Further,
applicants request relief to permit a
portion of an investment company’s
portfolio to purchase securities issued
by a broker-dealer, which is an affiliated
person of an investment adviser to
another portion, subject to the limits in
rule 12d3–1 under the Act.
APPLICANTS: CDC IXIS Asset
Management Advisers, L.P. (formerly
known as Nvest Funds Management,
L.P.) (‘‘NFM’’) and CDC Nvest Funds
Trust I (‘‘Trust’’).
FILING DATES: The application was filed
on May 25, 1999, and amended on
March 5, 2001 and June 28, 2001.
HEARING OR NOTIFICATION OF HEARING: An
order granting the application will be
issued unless the Commission orders a
hearing. Interested persons may request
a hearing by writing to the
Commission’s Secretary and serving
applicants with a copy of the request,
personally or by mail. Hearing requests
should be received by the Commission
by 5:30 p.m. on August 6, 2001, and
should be accompanied by proof of
service on applicants in the form of an
affidavit or, for lawyers, a certificate of
service. Hearing requests should state
the nature of the writer’s interest, the
reason for the request, and the issues
contested. Persons who wish to be
notified of a hearing may request
notification by writing to the
Commission’s Secretary.
ADDRESSES: Secretary, Commission, 450
Fifth Street, NW., Washington, DC
20549–0609. Applicants, 399 Boylston
Street, 6th Floor, Boston, MA 02116,
Attn: John E. Pelletier; copy to: Ryan C.

Larrenaga, Esq., Ropes & Gray, One
International Place, Boston, MA 02110–
2624.
FOR FURTHER INFORMATION CONTACT:
Janet M. Grossnickle, Branch Chief, or
Nadya B. Roytblat, Assistant Director, at
(202) 942–0564 (Office of Investment
Company Regulation, Division of
Investment Management).
SUPPLEMENTARY INFORMATION: The
following is a summary of the
application. The complete application
may be obtained for a fee at the
Commission’s Public Reference Branch,
450 Fifth Street, NW., Washington, DC
20549–0102 (telephone (202) 942–8090).

Applicants’ Representations
1. The Trust is a Massachusetts

business trust registered under the Act
as an open-end management investment
company with twelve series, four of
which are advised by NFM and three or
more investment subadvisers (the ‘‘Star
Funds’’).1

2. NFM is registered under the
Investment Advisers Act of 1940
(‘‘Advisers Act’’) and provides
investment advisory and administrative
services to the Trust. The assets of the
Star Funds are allocated by NFM among
multiple subadvisers (‘‘Subadvisers’’).
Each Subadviser has discretion to
purchase and sell securities for a
discrete segment of a Star Fund’s assets
in accordance with that Star Fund’s
objectives and the Subadviser’s own
investment style and strategies. The
subadvisory fees paid to each
Subadviser are either paid by NFM or,
if paid directly to the Subadviser by the
Trust, reduce the management fee
received by NFM from the Trust by the
amount of the subadvisory fee.

3. The requested relief would permit:
(a) any broker-dealer that itself serves as
Subadviser (either directly or through a
separate operating division) or is an
affiliated person of a Subadviser (an
‘‘Affiliated Subadviser’’) to a Multi-
Segment Fund (as defined below) (an
‘‘Affiliated Broker-Dealer’’) to engage in
principal transactions with a portion of
the Multi-Segment Fund that is advised
by another Subadviser that is not an
affiliated person of the Affiliated
Broker-Dealer or the Affiliated
Subadvisor (each such portion, an
‘‘Unaffiliated Segment’’); (b) an
Affiliated Broker-Dealer to provide
brokerage services to an Unaffiliated
Segment, and the Unaffiliated Segment
to utilize such brokerage services,
without complying with rule 17e–1(b)

and (c) under the Act; (c) an Unaffiliated
Segment to purchase securities during
the existence of an underwriting
syndicate, a principal underwriter of
which is an Affiliated Subadviser or a
person of which an Affiliated
Subadviser is an affiliated person
(‘‘Affiliated Underwriter’’); (d) a portion
of the Star Fund advised by an
Affiliated Subadviser (‘‘Affiliated
Segment’’) to purchase securities during
the existence of an underwriting
syndicate, a principal underwriter of
which is an Affiliated Underwriter, in
accordance with the conditions of rule
10f–3 except that paragraph (b)(7) of the
rule would not require the aggregation
of purchases by the Affiliated Segment
with purchases by an Unaffiliated
Segment; and (e) an Unaffiliated
Segment to acquire securities issued by
an Affiliated Subadviser or an affiliated
person of an Affiliated Subadviser
engaged in securities-related activities
(‘‘Securities Affiliate’’) within the limits
of rule 12d3–1. The requested relief
would apply only if the Affiliated
Broker-Dealer is not an affiliated person
or an affiliated person of an affiliated
person of NFM, the Subadviser making
the investment decision with respect to
the Unaffiliated Portion (‘‘Unaffiliated
Subadviser’’), a principal underwriter,
promoter, or an officer, trustee, or
employee of the Multi-Managed
Portfolio engaging in the transaction.

4. Applicants request that the
exemptive relief apply to the Trust or
any existing or future registered open-
end management investment company
or series thereof advised by (a) NFM or
any entity controlling, controlled by, or
under common control (within the
meaning of section 2(a)(9) of the Act)
with NFM and (b) at least one other
investment adviser registered under the
Advisers Act or exempt from such
registration (the Star Funds and such
investment companies or series thereof,
each a ‘‘Multi-Segment Fund’’ or
‘‘Fund’’). The relief also would apply to
any existing or future entity that serves
as an Affiliated Subadviser, Affiliated
Broker-Dealer, or Affiliated Underwriter
to a Multi-Segment Fund. Any
investment company that currently
intends to rely on the order is named as
an applicant. NFM will take steps
designed to ensure that any other
existing or future entity that relies on
the order will comply with the terms
and conditions of the application.

VerDate 11<MAY>2000 14:49 Jul 17, 2001 Jkt 194001 PO 00000 Frm 00055 Fmt 4703 Sfmt 4703 E:\FR\FM\18JYN1.SGM pfrm07 PsN: 18JYN1



37499Federal Register / Vol. 66, No. 138 / Wednesday, July 18, 2001 / Notices

Applicants’ Legal Analysis

A. Principal Transactions between an
Unaffiliated Segment and an Affiliated
Broker-Dealer

1. Section 17(a) of the Act generally
prohibits sales or purchases of securities
or other property between a registered
investment company and an affiliated
person of, promoter of, or principal
underwriter for such company, or any
affiliated person of an affiliated person,
promoter, or principal underwriter.
Section 2(a)(3)(E) of the Act defines an
affiliated person to be any investment
adviser of an investment company, and
section 2(a)(3)(C) of the Act defines an
affiliated person of another person to
include any person directly or indirectly
controlling, controlled by, or under
common control with such person.
Applicants state that an Affiliated
Subadviser would be an affiliated
person of a Fund, and an Affiliated
Broker-Dealer would be either an
Affiliated Subadviser or an affiliated
person of the Affiliated Subadviser, and
thus an affiliated person of an affiliated
person (‘‘second-tier affiliate’’) of a
Fund, including the Unaffiliated
Segment. Accordingly, applicants state
that any transactions to be effected by
an Unaffiliated Subadviser on behalf of
an Unaffiliated Segment of a Multi-
Segment Fund with an Affiliated
Broker-Dealer are subject to the
prohibitions of section 17(a).

2. Applicants seek relief under
sections 6(c) and 17(b) to exempt
principal transactions prohibited by
section 17(a) because an Affiliated
Broker-Dealer is deemed to be an
affiliated person or a second-tier affiliate
of an Unaffiliated Segment solely
because an Affiliated Subadviser is the
Subadviser to another portion of the
same Fund. The requested relief would
not be available if the Affiliated Broker-
Dealer (except by virtue of serving as a
Subadviser) is an affiliated person or a
second-tier affiliate of NFM, the
Unaffiliated Subadviser making the
investment decision, any principal
underwriter or promoter of the Fund, or
any officer, director or employee of the
Fund.

3. Section 17(b) of the Act authorizes
the Commission to grant an order
permitting a transaction otherwise
prohibited by section 17(a) if it finds
that the terms of the proposed
transaction are fair and reasonable and
do not involve overreaching on the part
of any person concerned, and the
proposed transaction is consistent with
the policy of each registered investment
company and the general purposes of
the Act. Section 6(c) of the Act permits
the Commission to exempt any person

or transaction from any provision of the
Act if the exemption is necessary or
appropriate in the public interest and
consistent with the protection of
investors and the purposes fairly
intended by the policies and provisions
of the Act.

4. Applicants contend that section
17(a) is intended to prevent persons
who have the power to control an
investment company from using that
power to the person’s own pecuniary
advantage. Applicants assert that when
the person acting on behalf of an
investment company has no direct or
indirect pecuniary interest in a party to
a principal transaction, the abuses that
section 17(a) is designed to prevent are
not present. Applicants state that if an
Unaffiliated Subadviser purchases
securities on behalf of an Unaffiliated
Segment in a principal transaction with
an Affiliated Broker-Dealer, any benefit
that might inure to the Affiliated Broker-
Dealer would not be shared by the
Unaffiliated Subadviser. In addition,
applicants state that Subadvisers are
paid on the basis of a percentage of the
value of the assets allocated to their
management. The execution of a
transaction to the disadvantage of the
Unaffiliated Segment would
disadvantage the Unaffiliated
Subadviser to the extent that it
diminishes the value of the Unaffiliated
Segment. Applicants further submit that
NFM’s power to dismiss Subadvisers or
to change the portion of a Multi-
Segment Fund allocated to each
Subadviser reinforces a Subadviser’s
incentive to maximize the investment
performance of its own portion of the
Fund.

5. Applicants state that each
Subadviser’s contract assigns it
responsibility to manage a discrete
portion of the Multi-Segment Fund.
Each Subadviser is responsible for
making independent investment and
brokerage allocation decisions based on
its own research and credit evaluations.
Applicants represent that NFM does not
dictate brokerage allocation or
investment decisions to any Fund
advised by a Subadviser, or have the
contractual right to do so. Applicants
contend that, in managing a discrete
portion of a Multi-Segment Fund, each
Subadviser acts for all practical
purposes as though it is managing a
separate investment company.

6. Applicants state that the proposed
transactions will be consistent with the
policies of the Fund, since each
Unaffiliated Subadviser is required to
manage the Unaffiliated Segment in
accordance with the investment
objectives and related investment
policies of the Fund as described in its

registration statement. Applicants also
assert that permitting the transactions
will be consistent with the general
purposes of the Act and in the public
interest because the ability to engage in
the transactions increases the likelihood
of a Fund achieving best price and
execution on its principal transactions,
while giving rise to none of the abuses
that the Act was designed to prevent.

B. Payment of Brokerage Compensation
by an Unaffiliated Segment to an
Affiliated Broker-Dealer

1. Section 17(e)(2) of the Act prohibits
an affiliated person or a second-tier
affiliate of a registered investment
company from receiving compensation
for acting as broker in connection with
the sale of securities to or by the
investment company if the
compensation exceeds the limits
prescribed by the section. Rule 17e–1
sets forth the conditions under which an
affiliated person or a second-tier affiliate
of an investment company may receive
a commission which would not exceed
the ‘‘usual and customary broker’s
commission’’ for purposes of section
17(e)(2). Rule 17e–1(b) requires the
investment company’s board of
directors, including a majority of the
directors who are not interested persons
under section 2(a)(19) of the Act, to
adopt certain procedures and to
determine at least quarterly that all
transactions effected in reliance on the
rule complied with the procedures. Rule
17e–1(c) specifies the records that must
be maintained by each investment
company with respect to any transaction
effected pursuant to rule 17e–1.

2. As discussed above, applicants
state that an Affiliated Broker-Dealer is
either an affiliated person (as
Subadviser to another portion of the
Multi-Segment Fund) or a second-tier
affiliate of an Unaffiliated Segment and
thus subject to section 17(e). Applicants
request an exemption under section 6(c)
from section 17(e) and rule 17e–1 to the
extent necessary to permit an
Unaffiliated Segment to pay brokerage
compensation to an Affiliated Broker-
Dealer acting as broker in the ordinary
course of business in connection with
the sale of securities to or by such
Unaffiliated Segment, without
complying with the requirements of rule
17e–1(b) and (c). The requested
exemption would apply only where an
Affiliated Broker-Dealer is deemed to be
an affiliated person or a second-tier
affiliate of an Unaffiliated Segment
solely because an Affiliated Subadviser
is the Subadviser to another portion of
the same Multi-Segment Fund. The
relief would not apply if the Affiliated
Broker-Dealer (except by virtue of
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serving as Subadviser) is an affiliated
person or a second-tier affiliate of NFM,
the Unaffiliated Subadviser to the
Unaffiliated Segment of the Multi-
Segment Fund, any principal
underwriter or promoter of the Fund, or
any officer, director or employee of the
Fund.

3. Applicants believe that the
proposed brokerage transactions involve
no conflicts of interest or possibility of
self-dealing and will meet the standards
of section 6(c). Applicants assert that
the interests of an Unaffiliated
Subadviser are directly aligned with the
interests of the Unaffiliated Segment it
advises, and an Unaffiliated Subadviser
will enter into brokerage transactions
with Affiliated Broker-Dealers only if
the fees charged are reasonable and fair
as required by rule 17e–1(a). Applicants
also note that an Unaffiliated
Subadviser has a fiduciary duty to
obtain best price and execution for the
Unaffiliated Segment.

C. Purchases of Securities From
Offerings With Affiliated Underwriters

1. Section 10(f) of the Act, in relevant
part, prohibits a registered investment
company from knowingly purchasing or
otherwise acquiring, during the
existence of any underwriting or selling
syndicate, any security (except a
security of which the company is the
issuer) a principal underwriter of which
is an officer, director, member of an
advisory board, investment adviser, or
employee of the company, or an
affiliated person of any of those persons.
Section 10(f) also provides that the
Commission may exempt by order any
transaction or classes of transactions
from any of the provisions of section
10(f), if and to the extent that such
exemption is consistent with the
protection of investors. Rule 10f–3
under the Act exempts certain
transactions from the prohibitions of
section 10(f) if specified conditions are
met. Paragraph (b)(7) of rule 10f–3 limits
the securities purchased by the
investment company, or by two or more
investment companies having the same
investment adviser, to 25% of the
principal amount of the offering of the
class of securities.

2. Applicants state that each
Subadviser, although under contract to
manage only a distinct portion of a
Multi-Segment Fund, is considered an
investment adviser to the entire Fund.
As a result, applicants believe that all
purchases of securities by an
Unaffiliated Segment from an
underwriting syndicate a principal
underwriter of which is an Affiliated
Underwriter would be subject to section
10(f).

3. Applicants request relief under
section 10(f) from that section to permit
an Unaffiliated Segment to purchase
securities during the existence of an
underwriting or selling syndicate, a
principal underwriter of which is an
Affiliated Underwriter. Applicants
request relief from section 10(f) only to
the extent those provisions apply solely
because an Affiliated Subadviser is an
investment adviser to the Fund. The
requested relief would not be available
if the Affiliated Underwriter (except by
virtue of serving as Subadviser) is an
affiliated person or a second-tier affiliate
of NFM, the Unaffiliated Subadviser
making the investment decision with
respect to the Unaffiliated Segment of
the Multi-Segment Fund, any principal
underwriter or promoter of the Fund, or
any officer, director, or employee of the
Fund. Applicants also seek relief from
section 10(f) to permit an Affiliated
Segment to purchase securities during
the existence of an underwriting
syndicate, a principal underwriter of
which is an Affiliated Underwriter,
provided that the purchase will be in
accordance with the conditions of rule
10f–3, except that paragraph (b)(7) of the
rule will not require the aggregation of
purchases by the Affiliated Segment
with purchases by an Unaffiliated
Segment.

4. Applicants state that section 10(f)
was adopted in response to concerns
about the ‘‘dumping’’ of otherwise
unmarketable securities on investment
companies, either by forcing the
investment company to purchase
unmarketable securities from its
underwriting affiliate, or by forcing or
encouraging the investment company to
purchase the securities from another
member of the syndicate. Applicants
submit that these abuses are not present
in the context of the Multi-Segment
Funds because a decision by an
Unaffiliated Subadviser to purchase
securities from an underwriting
syndicate, a principal underwriter of
which is an Affiliated Underwriter,
involves no potential for ‘‘dumping.’’ In
addition, applicants assert that
aggregating purchases would serve no
purpose because there is no
collaboration among Subadvisers, and
any common purchases by an Affiliated
Subadviser and an Unaffiliated
Subadviser would be coincidence.

D. Purchases of Securities of Securities
Affiliates by an Unaffiliated Segment.

1. Section 12(d)(3) of the Act, in
relevant part, generally prohibits a
registered investment company from
acquiring any security issued by any
person who is a broker, dealer,
investment adviser, or engaged in the

business of underwriting (collectively,
‘‘securities-related activities’’). Rule
12d3–1 under the Act exempts certain
transactions from the prohibitions of
section 12(d)(3) if specified conditions
are met. One of these conditions,
paragraph (c) of rule 12d3–1, generally
provides that the exemption provided
by the rule is not available when the
issuer of the securities is the investment
company’s investment adviser,
promoter, or principal underwriter, or
an affiliated person of the investment
company’s investment adviser,
promoter, or principal underwriter.

2. Applicants state that each
Subadviser is considered to be an
affiliated person of an entire Multi-
Segment Fund. Accordingly, a
Securities Affiliate is either an affiliated
person (as Subadviser to another portion
of the Multi-Segment Fund) or a second-
tier affiliate of an Unaffiliated Segment.
Thus, an Unaffiliated Segment may not
purchase securities of a Securities
Affiliate in reliance on rule 12d3–1
because of paragraph (c). Applicants
request relief under section 6(c) from
section 12(d)(3) to permit an
Unaffiliated Segment of a Multi-
Segment Fund to acquire securities of a
Securities Affiliate within the limits of
rule 12d3–1. The requested exemption
would apply only where a Securities
Affiliate is deemed to be an affiliated
person or a second-tier affiliate of an
Unaffiliated Segment within the
meaning of rule 12d3–1(c) solely
because an Affiliated Subadviser is the
Subadviser to another portion of the
same Multi-Segment Fund.

3. Applicants state that their proposal
does not raise the conflicts of interest
that rule 12d3–1(c) was designed to
address because of the nature of the
affiliation between a Securities Affiliate
and the Unaffiliated Portion. Applicants
submit that each Subadviser acts
independently of the other Subadvisers
in making investment decisions for the
assets allocated to its portion of the
Multi-Segment Fund. Further,
applicants submit that prohibiting the
Unaffiliated Portions from purchasing
securities issued by Securities Affiliates
could harm the interests of a Fund’s
shareholders by preventing the
Unaffiliated Subadviser from achieving
optimal investment results.

Applicants’ Conditions

Applicants agree that any order
granting the requested relief will be
subject to the following conditions:

1. Each Multi-Segment Fund relying
on the requested order will be advised
by an Affiliated Subadviser and at least
one Unaffiliated Subadviser and will be
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operated in the manner described in the
application.

2. No Affiliated Subadviser, Affiliated
Broker-Dealer, Affiliated Underwriter or
Securities Affiliate (except by virtue of
serving as Subadviser to a discrete
portion of a Multi-Segment Fund) will
be an affiliated person or a second-tier
affiliated of NFM, any Unaffiliated
Subadviser, or any principal
underwriter, promoter, officer, director,
or employee of a Multi-Segment Fund.

3. No Affiliated Subadviser will
directly or indirectly consult with any
Unaffiliated Subadvisers concerning
allocation of principal or brokerage
transactions.

4. No Affiliated Subadviser will
participate in any arrangement whereby
the amount of its subadvisory fees will
be affected by the investment
performance of an Unaffiliated
Subadviser.

5. With respect to purchases of
securities by an Affiliated Segment
during the existence of any
underwriting or selling syndicate, a
principal underwriter of which is an
Affiliated Underwriter, the conditions of
rule 10f–3 will be satisfied except that
paragraph (b)(7) will not require the
aggregation of purchases by the
Affiliated Segment with purchases by an
Unaffiliated Segment.

6. With respect to purchases by an
Unaffiliated Segment of securities
issued by a Securities Affiliate, the
conditions of rule 12d3–1 will be
satisfied except for paragraph (c) to the
extent such paragraph is applicable
solely because such issuer is an
Affiliated Subadviser or an affiliated
person of an Affiliated Subadviser.

For the Commission, by the Division of
Investment Management, under delegated
authority.
Margaret H. McFarland,
Deputy Secretary.
[FR Doc. 01–17887 Filed 7–17–01; 8:45 am]
BILLING CODE 8010–01–M

SECURITIES AND EXCHANGE
COMMISSION

[Release No. IC–25062; 812–12184]

Apex Municipal Fund, Inc., et al.;
Notice of Application

July 12, 2001.
AGENCY: Securities and Exchange
Commission (‘‘Commission’’).
ACTION: Notice of application for an
order under section 12(d)(1)(J) of the
Investment Company Act of 1940
(‘‘Act’’) for an exemption from sections
12(D)(1)(A) and (B) of the Act, under
sections 6(c) and 17(b) of the Act for an

exemption from section 17(a) of the Act,
and under section 17(d) of the Act and
rule 17d–1 under the Act to permit
certain joint transactions.

Summary of Application: Applicants
request an order to permit (a) certain
registered investment companies to pay
an affiliated lending agent a fee based
on a share of the revenue derived from
securities lending activities; (b) the
registered investment companies and
certain affiliated institutional accounts
to use cash collateral from securities
lending transactions and/or uninvested
cash to purchase shares of affiliated
money market funds or affiliated private
investment companies; (c) the registered
investment companies to lend portfolio
securities to affiliated broker-dealers;
and (d) the registered investment
companies to engage in certain purchase
and sale transactions with each other.

Applicants: Apex Municipal Fund,
Inc., The Asset Program, Inc., CBA
Money Fund, CMA Government
Securities Fund, CMA Money Fund,
CMA Multi-State Municipal Series
Trust, CMA Tax-Exempt Fund, CMA
Treasury Fund, The Corporate Fund
Accumulation Program, Inc., Corporate
High Yield Fund II, Inc., Corporate High
Yield Fund III, Inc., Corporate High
Yield Fund, Inc., Debt Strategies Fund,
Inc., Financial Institutions Series
Trust—Summit Cash Reserves Fund,
Global Financial Services Master Trust,
Master Basic Value Trust, Master Equity
Income Fund, Master Focus Twenty
Trust, Master Internet Strategies Trust,
Master Large Cap Series Trust, Master
Mid Cap Growth Trust, Master Premier
Growth Trust, Master Senior Floating
Rate Trust, Master Small Cap Value
Trust, Master U.S. High Yield Fund
Trust, Mercury Global Holdings, Inc.,
Mercury Index Funds, Inc., Mercury QA
Equity Series, Inc., Mercury QA Strategy
Series, Inc., Merrill Lynch Arizona
Municipal Bond Fund, Merrill Lynch
Arkansas Municipal Bond Fund, Merrill
Lynch Balanced Capital Fund, Inc.,
Merrill Lynch Bond Fund, Inc., Merrill
Lynch California Insured Municipal
Bond Fund, Merrill Lynch California
Limited Maturity Municipal Bond Fund,
Merrill Lynch California Municipal
Bond Fund, Merrill Lynch Colorado
Municipal Bond Fund, Merrill Lynch
Connecticut Municipal Bond Fund,
Merrill Lynch Developing Capital
Markets Fund, Inc., Merrill Lynch
Disciplined Equity Fund, Inc., Merrill
Lynch Dragon Fund, Inc., Merrill Lynch
Emerging Markets Debt Fund, Inc.,
Merrill Lynch Eurofund, Merrill Lynch
Florida Limited Maturity Municipal
Bond Fund, Merrill Lynch Florida
Municipal Bond Fund, Merrill Lynch

Focus Value Fund, Inc., Merrill Lynch
Fundamental Growth Fund, Inc., Merrill
Lynch Funds for Institutions Series,
Merrill Lynch Global Allocation Fund,
Inc., Merrill Lynch Global Bond Fund
for Investment and Retirement, Merrill
Lynch Global Growth Fund, Inc., Merrill
Lynch Global Small Cap Fund, Inc.,
Merrill Lynch Global Technology Fund,
Inc., Merrill Lynch Global Value Fund,
Inc., Merrill Lynch Growth Fund,
Merrill Lynch Healthcare Fund, Inc.,
Merrill Lynch High Income Municipal
Bond Fund, Inc., Merrill Lynch Index
Funds, Inc., Merrill Lynch Intermediate
Term Fund of Merrill Lynch Municipal
Series Trust, Merrill Lynch International
Equity Fund, Merrill Lynch Latin
America Fund, Inc., Merrill Lynch
Maryland Municipal Bond Fund,
Merrill Lynch Massachusetts Municipal
Bond Fund, Merrill Lynch Michigan
Municipal Bond Fund, Merrill Lynch
Minnesota Municipal Bond Fund,
Merrill Lynch Municipal Bond Fund,
Inc., Merrill Lynch Municipal Strategy
Fund, Inc., Merrill Lynch Natural
Resources Trust, Merrill Lynch New
Jersey Municipal Bond Fund, Merrill
Lynch New Mexico Municipal Bond
Fund, Merrill Lynch New York
Municipal Bond Fund, Merrill Lynch
North Carolina Municipal Bond Fund,
Merrill Lynch Ohio Municipal Bond
Fund, Merrill Lynch Oregon Municipal
Bond Fund, Merrill Lynch Pacific Fund,
Inc., Merrill Lynch Pennsylvania
Municipal Bond Fund, Merrill Lynch
Ready Assets Trust, Merrill Lynch Real
Estate Fund, Inc., Merrill Lynch
Retirement Reserves Money Fund of
Merrill Lynch Retirement Series Trust,
Merrill Lynch Senior Floating Rate
Fund, Inc., Merrill Lynch Series Fund,
Inc., Merrill Lynch Short-Term Global
Income Fund, Inc., Merrill Lynch Short-
Term U.S. Government Fund, Inc.,
Merrill Lynch Texas Municipal Bond
Fund, Merrill Lynch U.S. Government
Mortgage Fund, Merrill Lynch U.S.
Treasury Money Fund, Merrill Lynch
USA Government Reserves, Merrill
Lynch Utility and Telecommunications
Fund, Inc., Merrill Lynch Variable
Series Funds, Inc., Merrill Lynch World
Income Fund, Inc., MuniAssets Fund,
Inc., The Municipal Fund Accumulation
Program, Inc., MuniEnhanced Fund,
Inc., MuniHoldings California Insured
Fund, Inc., MuniHoldings Florida
Insured Fund, MuniHoldings Fund,
Inc., MuniHoldings Fund II, Inc.,
MuniHoldings Insured Fund II, Inc.,
MuniHoldings Insured Fund, Inc.,
MuniHoldings Michigan Insured Fund
II, Inc., MuniHoldings New Jersey
Insured Fund, Inc., MuniHoldings New
York Insured Fund, Inc., MuniInsured
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